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Agriculture and economy ministers from Costa Rica, El Salvador, Guatemala, Honduras, and
Nicaragua met from Aug. 31- Sept. 1 in Alajuela, Costa Rica, to discuss tariffs, country- of-origin
rules, and other trade issues on the agenda of economic integration for the Central American
Common Market (Mercado Comun de Centroamerica, MCCA). Little progress was made on the key
issue of adopting a uniform tariff policy among the five countries, though some new agreements
were reached, including a decision to move toward free trade with Mexico. Tariff policy has been a
major stumbling block for regional integration, particularly since Salvadoran President Armando
Calderon Sol announced an economic reform plan in February, which included drastic reductions in
El Salvador's tariffs on goods imported from outside the region (see NotiSur, 05/18/95).
Under the plan, El Salvador would unilaterally reduce its external tariffs well below the current
maximum of 20% and minimum of 5% set for the MCCA. In May, the Central American Tariff
Council (Consejo Arancelario Centroamericano, CAC) decided to follow El Salvador's lead by
recommending similar reductions in external tariffs for MCCA member states. Still, national tariff
policy is often set through bilateral, not regional agreements. Substantial tariff cuts that were
made in the 1980s appear to have stimulated trade within the region. According to figures from
the Secretariat of Central American Economic Integration (Secretaria de Integracion Economica
Centroamericana, SIECA), the value of intra-regional trade increased from US$421 million in 1986 to
US$1.4 billion in 1994.
Adoption of a uniform tariff system is expected to further stimulate regional commerce.
Nevertheless, the delegates at the Costa Rican meeting could not agree on a regional tariff policy.
At the meeting, El Salvador proposed reducing the current MCCA tariff ceiling of 20% on finished
goods to 6%, and eliminating altogether the current MCCA ceiling of 5% on capital goods and
raw materials. Some countries, such as Costa Rica and Guatemala, have been reluctant to accept
El Salvador's tariff proposals because of the lingering need to protect their own industries and
their reluctance to give up tariff revenues, which they need to ease fiscal problems. Nor were the
ministers able to agree on eliminating specific tariffs. They rejected a proposal to drop external
tariffs on agricultural goods in accordance with the Uruguay Round of negotiations of the General
Agreement of Tariffs and Trade (GATT).
The proposal failed because of trade protections that are in place for local producers of milk, sugar,
and meat. However, the ministers agreed on rules identifying the country of origin for products sold
within the region. The rules cover some 8,000 items nearly all of which are goods that are commonly
traded within the region except for cooking oil, milk products, certain chicken products, flour and
fabrics. Also adopted was a procedure for settlement of regional trade disputes. The agreement
establishes a mechanism for referring conflicts to SIECA for arbitration. Despite the failure to
hammer out accords on the larger trade issues, the ministers showed a renewed commitment to
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achieve economic integration by deciding to pursue free-trade negotiations with Mexico as a bloc,
rather than as individual countries.
Following the meeting, Calderon Sol said Central America was ready for a trade pact with Mexico
similar to the North American Free Trade Agreement (NAFTA), "now that we are an integrated
trading block." He said the region was ready to restart the trade talks that were begun earlier with
Mexico but were stalled by the economic uncertainties following the collapse of the Mexican peso in
December 1994. During his visit to El Salvador in July, Mexican Foreign Minister Jose Angel Gurria
said that Mexico was interested in holding trade talks with the region as a whole. Concrete steps
toward setting an agenda for negotiations with Mexico may be taken at the next summit of Central
American presidents scheduled for the end of the year in Honduras.
In the past, it has been tempting for individual countries to look for trade arrangements outside the
region rather than to agree on uniform trade policies within the region. The most important example
of this tendency is Central American interest in gaining duty-free access to Mexico's market of over
90 million consumers. The Northern Triangle countries Honduras, El Salvador, and Guatemala held
talks with Mexico in 1994 though no agreements resulted. Costa Rica signed a bilateral free-trade
pact with Mexico in 1994, and Nicaragua also began individual negotiations with Mexico.
Recently, however, Nicaragua has shown more interest in working out free-trade agreements
with Mexico in concert with the other countries in the region. The sixth Central American country
Panama is not a member of the MCCA. But while in Quito, Ecuador, on Sept. 4 where he was
attending a summit of the Rio Group Panama's Foreign Minister Gabriel Lewis said, "Panama
will not turn its back on Central America, even if it joins the Andean Pact." [Sources: Inforpress
Centroamericana (Guatemala), 02/09/95, 05/04/95; Inter Press Service, 08/31/95, 09/02/95; Notimex,
09/07/95; Agencia Centroamericana de Noticias Spanish News Service, 09/08/95]
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